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E.O. 11652: GDS 
TAGS: ETRDUKJA 

SUBJECT: ANGLO-JAPANESE TRADE RELATIONS 
REF: A) STATE 124387, B) TOKYO 7213 

1. SUMMARY: THE BRITISH BELIEVE THAT JAPAN IS REFUSING 
TO ASSUME ITS SHARE OF THE OECD OIL DEFICIT, AND THEY 
WILL CONTINUE TO PRESS FOR REFLATION OF THE JAPANESE 
ECONOMY. BRITISH AUTOMOBILE PRODUCERS HAVE APPLIED FOR 
ANTI-DUMPING DUTIES AGAINST JAPAN, BUT NO FORMAL INVESTI- 
GATION IS UNDERWAY. BRITISH OFFICIALS DOUBT THAT THIS 
DUMPING COMPLAINT CAN BE SUBSTANTIATED. IMPORT COMPETI- 
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TION FROM JAPAN-AND FROM THE UNITED STATES-IS A MORE 
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DIRECT CAUSE OF THE PROBLEM OF THE BRITISH TV TUBE INDUS- 
TRY. WHILE OFFICIALS DO NOT BELIEVE ANTI-DUMPING DUTIES 
ARE WARRANTED IN THIS CASE EITHER, THEY SAY THAT SOME 
PROTECTIVE ACTION MAY BE NECESSARY. THE BRITISH MAY 
RAISE THE TV TUBE PROBLEM WITH US OFFICIALS IN AN EFFORT 
TO WORK OUT SOME MUTUALLY ACCEPTABLE SOLUTION. END 
SUMMARY. 

2. WE HAVE REVIEWED THE CURRENT STATE OF UK- JAPANESE 
TRADE RELATIONS WITH TOM HARRIS, JAPAN DESK OFFICER AT 
THE DEPARTMENT OF TRADE. 

3. HARRIS MADE IT CLEAR THAT THE UK IS GENUINELY CON- 
CERNED ABOUT JAPAN'S UNWILLINGNESS TO REFLATE ITS 
ECONOMY. BRITISH COMPLAINTS ABOUT JAPAN ARE NOT MERELY 
A TRANSFERENCE OF FRUSTRATIONS OVER THE FRG, AS SUGGESTED 
IN REF B. 

4. THE BRITISH BELIEVE THAT THE OECD'S OIL DEFICIT 
SHOULD BE SHARED AS EQUITABLY AS POSSIBLE, AND THAT OECD 
MEMBERS SHOULD NOT TRY TO PASS ON THEIR SHARE OF THE 
DEFICIT BY PROTECTIONIST MEASURES OR DOMESTIC DEFLATION. 

THE U.S. AND FRG HAVE NOW ADOPTED ADEQUATE REFLATIONARY 
POLICIES, HARRIS SAID, BUT THERE IS "NO EVIDENCE" THAT 
JAPAN RECOGNIZES ITS RESPONSIBILITY TO ASSUME SOME SHARE 
OF THE DEFICIT. 

5. BRITISH CONCERNS ARE AGGRAVATED BY THE EVOLUTION OF 
ANGLO-JAPANESE TRADE. ALTHOUGH THE VOLUME OF TRADE IS 
STILL RELATIVELY SMALL, THE IMBALANCE IN JAPAN'S FAVOR IS 
GROWING. THE UK'S DEFICIT WITH JAPAN WAS 251 MILLION 
POUNDS IN 1974, AND 140 MILLION IN THE FIRST FIVE MONTHS 
OF 1975. 

6. WHEN WE ASKED HARRIS WHAT THE BRITISH INTENDED TO 
DO ABOUT JAPAN'S RELUCTANCE TO REFLATE, HE SAID THAT 
NOTHING WAS CONTEMPLATED BEYOND REPEATED ATTEMPTS TO CALL 
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ATTENTION TO THE PROBLEM AT MEETINGS OF THE OECD AND IMF. 

7. THE TWO MOST ACTIVE SECTORAL PROBLEMS IN ANGLO 
JAPANESE TRADE ARE AUTOMOBILES AND COLOR TELEVISION 
TUBES. THE MAIN POLITICAL PRESSURE RELATING TO AUTOMO- 
BILES COMES FROM THE BRITISH TRADE UNIONS, NOT SO MUCH 
FROM THE INDUSTRY. THIS PRESSURE HAS LED TO AN APPLICA- 
TION FOR ANTI-DUMPING DUTIES, ALTHOUGH THE GOVERNMENT 
HAS NOT DECIDED WHETHER A FORMAL INVESTIGATION IS WAR- 
RANTED. HARRIS SAID THAT IMPORTS OF AUTOMOBILES FROM 
JAPAN HAVE NOT BEEN INCREASING ANY FASTER THAN IMPORTS 
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FROM FRANCE AND GERMANY, AND PRICES OF JAPANESE IMPORTS 
HAVE NOT BEEN INCREASING FASTER THAN THE OVERALL RATE OF 
JAPANESE INFLATION. HARRIS ACKNOWLEDGED THAT THE 
MAIN PROBLEM FOR BRITISH AUTOMOBILE PRODUCERS IS NOT IM- 
PORT COMPETITION, BUT CONSTRAINTS ON CAPACITY. 

8. COLOR TV TUBES, HARRIS SAID, IS A MORE SERIOUS 
PROBLEM. THE RECENTLY ESTABLISHED BRITISH TV TUBE INDUS- 
TRY HAS BEEN UNABLE TO COMPETE WITH LOWER-PRICED IMPORTS 
FROM JAPAN AND THE UNITED STATES. THERE IS A REAL THREAT 
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THAT THE BRITISH INDUSTRY WILL HAVE TO CLOSE DOWN. THE 
INDUSTRY ALLEGES THAT THE JAPANESE ARE DUMPING, AND AN 
INVESTIGATION IS UNDERWAY. HARRIS DOUBTS THAT DUMPING 
WILL BE PROVED, BUT HE EXPECTS THAT SOME SORT OF PROTEC- 
TIVE ACTION MAY BE NECESSARY IN ORDER TO KEEP THE BRITISH 
INDUSTRY FROM GOING OUT OF BUSINESS. THE UK MAY BE RAIS- 
ING THIS PROBLEM WITH U.S. OFFICIALS AS WELL AS WITH 
JAPAN TO SEE WHETHER A MUTUALLY ACCEPTABLE SOLUTION CAN 
BE FOUND. 

RICHARDSON 
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